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LETTER TO SHAREHOLDERS + | | 2 


Virtually all of this fiscal year’s activities have centered around events related to The Equion Corporation. Over 
the course of fiscal year 1996, we have divested the TCI and Trans-Tool divisions, and the Hayden Engine Driveline 
product line. Shortly after year end, we also completed the first part of a two-stage closing of the sale of our Hayden 
Aftermarket Cooling business. The second stage of that transaction is scheduled to occur in December 1996. 
‘Maximizing value to shareholders by identifying the most strategic buyer for each unit, each of the above-noted 
transactions was completed with a different acquirer. Details of each sale were announced at the time and are 
reviewed elsewhere in this report. 


Once the sale of the Aftermarket Cooling business is completed, all that will remain of Equion’s operations will 
be Hayden Industrial Products. This remaining segment of the business provides heat exchange systems and 
components for heavy industry, as well as vehicular systems and components for truck manufacturers and other off- 
highway users. It is management’s intention to retain these operations with a view to using them as a foundation on 
which to build through internal growth and acquisition. 


The other major Equion event this past year was the repurchase of the entire minority interest. Completed in 
May. 1996, shares representing about 30% of Equion were repurchased for total consideration of $12.8 million. This 
was based on an agreed valuation of Equion of about $42 million. As a result of the various Equion divestitures, and 
even after buying out the minority interest, the Company had substantial cash resources and elected to repurchase 
all of its outstanding preferred shares for about $5 million. This will result in a reduction of annual dividend 
payments of over $400,000. 


With respect to the Company’s historical businesses, we are pleased to report the successful sale of our last 
remaining unit in Symphony Place, which occurred during the first quarter of fiscal 1997 — nearly ten years after 
the project launch in January 1987. It is significant to note that the selling price achieved in 1996 is well below the 
original opening and ensuing prices at which most of the units sold a decade ago. Similarly, our Whitby lands 
continue to be plagued by very soft market conditions generally, and in Durham Region in particular. This has 
prompted management to further writedown the value of this property on the Company’s books. We continue to 
explore alternatives, including joint venture opportunities with other developers. Perhaps the most encouraging piece 
of old business pertains to the continuing improvement to hotel operations and profitability. Although this asset is 
listed for sale, efforts in this regard continue to be hampered by a timid banking environment. 


It will come as no surprise to shareholders to learn that the coming months will entail much reflection on the 
part of management and the Company’s board of directors to chart a course for the future. The past 18 months have 
brought a series of changes that were both unanticipated and, for the most part, fortuitous. Nonetheless, the 
Company now finds itself in need of a future business direction that will earn the confidence and support of its 


shareholders. 


SAM REISMAN STEPHEN R. MORRISON 
Chairman and Chief Executive Officer President 


BUSINESS REVIEW 


Overview 


Enscor’s principal operating business is carried on through its U.S. subsidiary, The Equion Corporation. 
Approximately 70% of Equion was acquired in May 1993, and the remainder during fiscal 1996. Equion currently 
manufactures and distributes cooling systems for the vehicular and industrial marketplace. Other related businesses 
have been sold, as described below. 


Prior to 1993, the Company concentrated its operations on real estate development within the Greater 
Metropolitan Toronto commutershed. Activities included development and sale of land, marketing and building of 
low and high-rise residential properties, and the development of commercial sites for retention or sale. The 
Company began an orderly withdrawal from the industry commencing in late 1991 and currently maintains only 
residual operations. 


Automotive 


On July 31, 1995, Equion completed the sale of Signet Systems, one of its four U.S. divisions, together with 
Signet AutoAir, an 80% owned German subsidiary. Signet and Signet AutoAir manufactured climate control 
systems and components, primarily serving original equipment manufacturers. In the fall of 1995, stimulated by the 
express desire of its minority shareholders to have their shares repurchased, Equion initiated a process to sell its 
remaining aftermarket and industrial businesses. 


During fiscal 1996, the TCI and Trans-Tool divisions were sold, along with Hayden’s aftermarket engine 
driveline product line. TCI manufactured and marketed high-performance automotive products, while Trans-Tool 
manufactured and marketed specialty transmission repair tools and garage equipment. As at July 31, 1996, 
remaining operations consisted of Hayden’s industrial and aftermarket cooling businesses. In August 1996, Equion 
completed the first of a two-stage sale of the aftermarket cooling business. Completion of the second stage is 
expected to occur before the end of calendar 1996. Although a conditional letter of intent had been signed for the 
sale of the industrial cooling business, the transaction did not proceed. There are no current plans to sell this 
business unit. 


Cooling Systems 
(Ongoing operations) 

Hayden’s industrial cooling products business, based in California, manufactures and markets heat exchange 
systems and components for original equipment manufacturers and distributors. In addition to oil coolers sold to 
OEMs in the truck sector, Hayden sells a broad line of heat exchangers and accessories to industrial OEMs and to 
fluid power distributors. Most of Hayden’s products are highly engineered, designed for specific applications or in 
response to specific customer needs. 


Real Estate 


During the year, the Company continued to liquidate its residual real estate holdings. Two condominiums and 
one land site were sold, leaving one condominium unit and one land development site in inventory. The last 
condominium unit, in downtown Toronto, was sold in October 1996. The land project is located in Whitby, 
bordering Metropolitan Toronto. 


During 1996, the Company continued to advance the development status of its Whitby project. The 150 acre 
property is draft plan approved, fronts on Lake Ontario, is close to commuter transportation, and will provide an 
excellent location for a high-quality residential community for the local Whitby market. The project is expected to 
yield approximately 530 low, medium, and high-density residential units which could be built commencing in 1997. 
A sale of the site or a joint venture is presently being explored, failing which the Company intends to install services 
and sell lots to builders. 


Hotel 


The Best Western Hidden Valley Resort Hotel, located in Huntsville, Ontario, completed its best year since its 
acquisition in 1988, resulting in a 53% occupancy level and $0.45 million of operating cash flow. The mid-1992 
renovation, completed in conjunction with the Best Western affiliation, together with the early 1993 inauguration of 
the Golden Griddle franchise, have assisted management in generating steadily improving occupancy levels, cost 
efficiencies, and bottom line results. As previously reported, the Company has listed the hotel for sale. Any offers 
will be evaluated in the context of the hotel’s continuing performance improvements. 
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MANAGEMENT?’S DISCUSSION AND ANALYSIS 


Overview 


On July 31, 1995, The Equion Corporation (““Equion’”’), 70% owned by the Company at that time, sold its 
Signet Systems Inc. (“Signet’’) division, together with its 80% owned European subsidiary, Signet AutoAir 
Klimaanlagen GmbH (“Signet AutoAir’) (the “Signet Sale’’). Equion, a U.S. manufacturer and supplier of 
automotive systems and components for the original equipment and industrial markets and the aftermarket, was 
acquired by the Company in May 1993 by way of merger. Signet and Signet AutoAir primarily served original 
equipment manufacturers. Following the Signet Sale, the Company announced that offers would be solicited for the 
remaining aftermarket and industrial businesses (the “Aftermarket” businesses) which were carried on through 
three divisions: TCI; Trans-Tool; and Hayden. In December 1995, TCI was sold, followed by Trans-Tool in 
February 1996 and Hayden’s engine driveline product line in April 1996. As at July 31, 1996, remaining operations 
consisted of Hayden’s industrial and aftermarket cooling businesses. In August 1996, the Company completed the 
first of a two-stage sale of the aftermarket cooling business. Subject to the satisfaction of certain closing conditions, 
completion of the second stage is expected to occur before the end of calendar 1996. 


During the fiscal year, Equion repurchased all of the shares held by its minority shareholders for $12.8 million. 
(As a result, Equion is now wholly-owned by Enscor.) In a related transaction with one of those minority 
shareholders (Equion’s former chief executive officer), Enscor repurchased 477,931 of its common shares at 
$1.10 Cdn. per share and prepaid a $0.6 million promissory note. Also during 1996, Enscor redeemed all of its 
outstanding preferred shares for $5.0 million. The foregoing transactions were all funded by surplus cash resources. 


In 1993, the Company adopted the U.S. dollar as a basis for reporting results. As well, effective July 31, 1993, 
the Company changed its fiscal year end from December 31 to July 31. The Company’s audited consolidated 
financial statements are prepared in accordance with Canadian generally accepted accounting principles (see note 
14 to the Statements for a reconciliation to U.S. generally accepted accounting principles). 


Financial Condition, Liquidity, and Capital Resources 


At July 31, 1996, the Company’s working capital was $20.3 million (of which $18.6 million was attributable to 
Equion), representing a decrease of $14.5 million from the $34.8 million level at July 31, 1995. A combination of 
factors accounted for the reduction. The 1996 net loss of $4.2 million after preferred dividends generated positive 
working capital after taking into account $9.1 million of non-cash charges including $1.8 million of depreciation, 
$3.2 million of goodwill and other amortization in connection with Equion’s sales of its business units, a $3.2 million 
write-down of real estate holdings, and a $0.9 million minority interest charge. This net increase was offset by 
$12.8 million paid to acquire the minority shareholders’ interests, $5.0 million paid to redeem all of the Company’s 
preferred shares, $0.6 million of capital expenditures, the impact of capital assets sold and long-term debt assumed 
in connection with this year’s sales of Equion’s business units, and the reduction of long-term debt to reflect the 
portion currently due and/or which has been repaid. 


Long-term debt at July 31, 1996 decreased to $2.3 million from $7.0 million last year. Most of the reduction 
resulted from prepayments, using surplus cash resources. Substantially all of the remaining debt is due during the 
1997 fiscal year. 


As at July 31, 1996, the Company had $10.9 million of cash and short term investments, substantially 
unchanged from July 31, 1995. However, the restricted portion of the cash was reduced from $2.2 million last year 
to $0.5 million this year, due to the sale of Equion’s business units. The Company believes that its unrestricted cash 
position and operating cash flows are sufficient to meet all cash commitments and forecasted demands. 


Results of Operations 
1996 versus 1995 
Summary 

Revenues for 1996 were $57 million, versus $141 million last year. The decrease is primarily attributable to the 
Equion operations which have been sold commencing in July 1995. An operating loss of $5.5 million was recorded 
this year, compared with a loss of $3.1 million in 1995. After including the gain on disposal of the Equion assets 
together with other related charges, a net loss of $3.7 million was incurred this year, versus $9.3 million of net 
earnings in 1995. 


Automotive 


Automotive revenues decreased from $139 million last year to $53 million this year. The decrease is 
attributable to Equion’s sales to date of its business units. Excluding these operations which have been sold, there 
has been a 9% increase on a comparable year-over-year basis. This increase is primarily attributable to new 
customers and additional products at Hayden. 


A gross margin of 24.9% was achieved, compared to 25.1% in the prior year (28.0% for the comparable 
remaining operations). Margins this year have been impacted by a provision of $0.5 million (approximately 1.0 
percentage point of gross margin) for certain obsolete inventory categories at both Hayden and Trans-Tool. In 
addition, this year’s margins have been affected by higher raw material costs, product returns, unabsorbed overheads 
resulting from relatively low production levels during the first half of the year, and a less favourable sales mix. 


Comparable year-over-year selling, general, and administrative (“SG&A’’) costs at the divisional level were up 
by approximately 4% due to higher incentives for existing customers, higher marketing and promotional costs for 
new customers, and the generally higher sales level this year. As a percentage of sales, SG&A costs for the 
comparable remaining operations have increased only modestly to 29.8% this year versus 29.6% last year. The 
increase resulted, in part, from the higher divisional expenses referred to above. As well, actual corporate 
expenditures only began to decrease significantly following the January 31, 1996 closing of the Kentucky corporate 
office. Accordingly, the relatively high full year corporate expenditure level further increased the percentage of sales 
calculation. 


Net interest income of $1.0 million was earned this year on the surplus funds generated by the sales of Equion’s 
business units to date, versus a $3.4 million expense last year. 


The combination of all of the above resulted in an operating loss of $1.6 million this year, versus a $1.9 million 
operating loss last year. 


This year’s loss has been largely offset by a $4.6 million pre-tax and pre-minority interest gain on the sales of 
Equion’s business units, less a $0.8 million adjustment in connection with the July 1995 Signet Sale and a 
$0.5 million restructuring charge in connection with the implementation of changes at Hayden. These changes are 
part of an initiative which commenced last year, intended to improve productivity at Hayden’s manufacturing and 
distribution facilities. In 1995, a $21.5 million gain was generated by the Signet Sale, partly offset by a $1.7 million 
restructuring change for the Hayden initiative described above. 


Real Estate 


In 1996, two of the Company’s three Symphony Place condominium suites were sold, together with a land 
development site in Markham, Ontario. A $0.1 million profit was recorded on sales proceeds of $1.7 million. As at 
July 31, 1996, one suite remained in inventory at Symphony Place, a condominium in downtown Toronto, along 
with a land development site in Whitby, Ontario. During the year, the Whitby holding was reviewed in conjunction 
with current market values in the Greater Toronto area. The land market has been severely depressed since early 
1989 and, despite significant progress achieved in development status during the past year, it appeared clear that the 
current market value was well below the carrying value of the property. Accordingly, a $3.2 million provision for 
diminution in asset value was recorded to reflect the anticipated proceeds from an expected sale or joint venture 
transaction in due course. Net of this provision, a $3.1 million operating loss was generated. The Company has 
recently agreed to sell the Symphony Place suite. Closing is scheduled for October 31, 1996. 


Although six cases have been settled in favour of the Company, litigation is ongoing in connection with a 
number of defaulted Hidden Valley condominium units from a prior year. All of the units have been resold. The trial 
of the remaining cases was completed in July 1996 and a decision is anticipated in the fall of 1996. 


In 1995, revenues of $0.3 million were generated primarily by the sale of one Symphony Place condominium 
suite. A $0.1 million loss from operations was recorded, net of a $0.2 million provision for diminution in asset values 
related to the Whitby site. 


Hotel 


Year-over-year revenues at our Best Western Hidden Valley Resort Hotel declined by 3% from $2.0 million in 
1995 to $1.9 million in 1996, primarily due to lower food and beverage sales resulting from a change in the customer 
mix. Occupancy levels and room rates were unchanged. Notwithstanding the lower revenues, earnings from 
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operations increased to $168,000 this year, versus $52,000 last year. The increase is a result of improved operating 
efficiencies, cost reductions, and lower interest charges following the October 1995 prepayment of the hotel’s - 
mortgage. 


Corporate and Other 


Net corporate overheads and other outlays of $1.0 million were incurred this year, versus $1.2 million in 1995. 
Excluding certain one-time savings, there is no appreciable difference on a year-over-year basis. 


Management’s Outlook 


In the fall of 1995, stimulated by the express desire of its minority shareholders to have their shares 
repurchased, Equion initiated a process to sell its remaining automotive businesses. All of those businesses, with the 
exception of industrial cooling products, have now been sold. There are no current plans to sell this remaining 
business unit. Similarly, as noted above, the Company continues to own its land in Whitby and the Best Western 
Hidden Valley Resort Hotel. Management’s consideration of options for the redeployment of Enscor’s remaining 
assets, comprised mostly of cash and other liquid assets, will now proceed expeditiously and a plan is expected to be 
presented to the Board of Directors over the next few months. 


1995 versus 1994 
Summary 


Net earnings of $9.3 million on $141 million of revenues were recorded in 1995, versus $1.0 million of earnings 
on $127 million of revenues in 1994. Operating results produced a $3.1 million loss, versus $3.4 million of earnings 
in 1994. Results for 1995, however, were significantly impacted by a pre-tax and pre-minority interest gain of 
$21.5 million on the Signet Sale, partly offset by a $1.7 million restructuring charge. 


Automotive 


Equion generated net sales of $139 million in 1995, 12% higher than the $124 million in 1994. A substantial 
portion of the increase was attributable to the Hayden division where revenues increased by 25% as a result of 
continued growth in the sale of industrial products and expansion of the engine drive-line product category. The TCI 
division also experienced sales growth of 14% resulting from both new product offerings and increased sales to 
customers focusing on mail order activities. In total, Aftermarket revenues were $62 million in 1995, 19% higher 
than the $52 million in 1994. 


Gross profit margins of 25.1% were achieved in 1995, versus 29.1% in 1994 (30.1% in the Aftermarket business 
in 1995, versus 32.5% in 1994). The 1995 margins were negatively impacted by a combination of factors including a 
change in the product mix, higher labour and material costs related to production cutbacks and parts shortages, 
competitive pressures, and added costs in connection with start-up activities at Signet AutoAir. A majority of the 
margin reduction was related to the operations which were sold in July 1995. 


Selling, general, and administrative expenses of $33.4 million were incurred for fiscal 1995, compared with 
1994 expenses of $28.9 million. As a percentage of sales, expenses rose by 0.7% to 24.1%, primarily as a result of 
costs associated with start-up activities at Signet AutoAir. The percentage for the Aftermarket business declined to 
27.8%, a reduction of 0.9% from 1994. 


Before interest charges, earnings of $1.5 million were generated in 1995, versus $7.2 million in 1994. A small 
part of the year-over-year reduction in these earnings was attributable to the ongoing Aftermarket business. 


Interest expense for 1995 was $3.4 million, an increase of $1.3 million over 1994 as a result of rising interest 
rates together with higher borrowing levels required to support increased business and the acquisition of Signet 
AutoAir. Most of the interest expense was incurred in connection with Equion’s bank credit facility, all of which was 
repaid in July 1995. 


A $1.9 million loss from operations was incurred in 1995, compared with earnings of $5.1 million in 1994. 
Lower gross margins on sales, costs incurred in connection with start-up activities at Signet AutoAir, and higher 
interest expenses were the primary factors. 


The Signet Sale resulted in a non-operating gain of $21.5 million, after expensing most of the Company’s 
recorded goodwill ($5.0 million remained at July 31, 1995, versus $14.7 million one year earlier). As well, a non- 
operating provision for restructuring costs of $1.7 million was recorded in 1995. There were no such costs in 1994. 


Real Estate 


During 1995, the Company settled a litigation matter in connection with one of its Symphony Place 
condominium suites, resulting in the sale of that suite. However, as a result of a mortgage default on another unit, 
the Company took possession of that unit and, accordingly, three suites remained in inventory as at July 31, 1995. 
Real estate revenues of $0.25 million included the one sale together with interest income on mortgages receivable 
and term deposits. 


A $0.1 million loss from operations was recorded in 1995 after reflecting a $0.2 million provision for diminution 
in asset values and a $0.1 million allowance for doubtful accounts, partly offset by $0.1 million of previously 
anticipated project completion costs which will not likely be incurred. 


In 1994, one condominium suite and a commercial site were sold, generating most of the $0.7 million of 
revenues and $0.2 million of divisional earnings. A $1.0 million provision for diminution in asset values and a 
$0.1 million allowance for doubtful accounts were also recorded, but these charges were offset by cost savings on one 
of the completed projects. 


Hotel 


Our Best Western Hidden Valley Resort Hotel generated significantly improved operating results in 1995. 
Revenues for the year increased to $2.0 million, a 12.5% increase over 1994 levels, reflecting higher occupancy levels 
of 53% versus 45% last year. Operating cash flow increased from $0.15 million to $0.39 million, and resulted in 
divisional earnings of $0.05 million, compared with a $0.24 million loss in 1994. The divisional earnings in 1995, 
albeit modest, represented the hotel’s first full-year earnings since its acquisition in 1988. 


Corporate and Other 


Net corporate overheads and interest expense was $1.2 million in 1995, representing a 30% reduction from the 
$1.7 million level in 1994. The reduction substantially reflected reduced residual activities. In November 1994, the 
sale of the Company’s last remaining oil and gas assets was completed. There was no impact on earnings. 


Investments 


In 1994, most of the Company’s $0.1 million historical investment portfolio was written down. No further 
actions were taken in 1995. 


CONSOLIDATED FINANCIAL STATEMENTS OF ENSCOR INC. 


AUDITORS’ REPORT 
TO THE SHAREHOLDERS OF ENSCOR INC. 


We have audited the consolidated balance sheets of Enscor Inc. as at July 31, 1996 and 1995 and the 
consolidated statements of earnings, retained earnings (deficit) and cash flows for each of the years in the three year 
period ended July 31, 1996. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at July 31, 1996 and 1995 and the results of its operations and the changes in its 
financial position for each of the years in the three-year period ended July 31, 1996 in accordance with generally 
accepted accounting principles. 
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Chartered Accountants 


North York, Canada 
September 20, 1996 


Assets 
Current Assets 


Cash and short-term investments (note 15(d)) 


Enscor Inc. 


CONSOLIDATED BALANCE SHEET 
(Expressed in United States thousands of dollars) 


Trade receivables, less allowance of $500,000($396,000 — 1995) (note 3) ......... 


Amounts receivable (note 4) 
Inventories (note 5) 
Prepaid expenses and other current assets 
Advances to and from related companies (note 6) 


Capital assets (note 7) 
Deferred income taxes 
Long-term portion of amounts receivable (note 4) 
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Liabilities 
Current Liabilities 


Accounts payable and accrued liabilities 


Income taxes payable 
Current portion of long-term debt (note 9) 


Long-term debt, less current portion (note 9) 


Outlier liabilities? 5... acts iacus ceed tee teats ence soe Tee aga 
Minority interest 22 ais ote un Sos ie ca pole bes peptic oe eee ae ae ee 


Deferred income taxes 


Shareholders’ Equity (note 10) 
Preferted shares: shits dak ee eee ae et Eee 


Common shares 


Authorized: unlimited 


Issued and outstanding: 22,967,907 (23,445,846 — 1995) 
Cumulative translation adjustment 


Retained earnings 


Commitments and contingencies (note 20) 


(See accompanying notes) 


APPROVED BY THE BOARD 


SAM REISMAN 


Director 


» 


STEPHEN R. MORRISON 


Director 


July 31 

9961995 
$10,859 $10,628 
12232 13,492 
3,825 4,980 
5,945 22,833 
668 1,192 
1,070 902 
29,599 54,027 
4,743 9,959 
66 918 
— 2,500 
1,641 5,024 
40 182 
=: $72,610 
$ 7,062 $14,626 
— 1,800 
2,220 2,811 
9,282 19,237 
101 4,194 
581 1,085 
— 11,617 

66 918 

10,030 37,051 

a 4,896 

24065" 24,478 

— 146" 100 
_-1,848- 6,085 
26,059 35,559 
$36,089 $72,610 


Enscor Inc. 


CONSOLIDATED STATEMENT OF EARNINGS 
(Expressed in United States thousands of dollars 
except per common share amounts) 


Year Ended July 31 


1996 1995 
INIBE SELES: 5-66. 0-0: Blin SHB GROIN ocrneeh 1 EE ARE et A nee 2 $53,615 3$138:902 
NICKS aA GEO UNeTAIM COM mn tees tweed usisuera tie ey ely secur wteokteore seen tin) os 3,209 2,164 
756,824 141,066 
GOStzOlsSaCS Retr ere Be ee arte Mee Oe ues no wu Mae be Lor as Be 40,600 104,030 
Selling, general, and administrative (notes 15(a) and 16(b)) ............ 175537 37,404 
Pe nreciationsang amortization (note 15.(b)) 2.5.4: 6.4 22. es nase den ewes 1,032 2,565 
Provision for diminution in asset values (notes 5 and 13)................ See) 203 
62,334 144,202 

Earnings (loss) from operations ............... 0.0... e cece eee eee eee (5,510) (3,136) 
Se AREY MOSSTOSAlL OL -ASSC(Sa(MOTE2)\: s.iicrers ay 5.2 Bs cls 2 eomieteag susie or tlle rd saga ede 3,749 21,541 
Bees MCAIETITE SE COSTST (MOLE 2) Meese nial ios so Goat NEA! 4a emis sim Mares oS eR (S00) (1,726) 
SPSS V ES UN CUS eet cr strcatt os Ng! iisstn-a nis ndsee Siaieet Cate Nee Slee GN ag — — 
Earnings (loss) before income taxes and minority interest .............. (2,261) 16,679 
Income taxes (recovery) (note 11) 

(CONARSINE 5 9. ceils Se ee OO Aas Se ne OR ees ane oe eA 597 2,188 

Be BEES Pe PO I te inc Gy. deri! vale Ge CaenihK Re as tome aire sae I —— (174) 

597 2,014 

Earnings (loss) before minority interest................ 2.0.0. .0 00000 ue (2,858) 14,665 
NY HSS TA TGs ROL a AR PP ihc ee ore eo ars ee 890 5,320 
INC UPCARIIBES LOSS) oo rece ch to cy cies ale a1 soln eles deatota cat erator teatunnntyets Ginn a stb tee atom seeny 9,345 

Messudiviciends paid on preterred shares 2..c 1.5 e ta aon ences 442 
Net earnings (loss) applicable to common shares ..................... $ (4,160) $ 8,903 
Net earnings (loss) per common share (note 12) 
PAS CRIN EINE re ca Nag ep tt Gp am ceeds eile ih pe IN Uap cash tomcat, S$ (0:18). S$ 90.38 
UE VeCER Ne Uinta setae gic Se Friis) «Nea Wea alien Ad oe tity Renee care weet See hese $ (O13) S$: 0:35 


(See accompanying notes) 


1994 
$124,530 
2,024 
126,554 


87,191 
32,423 
2,562 
1,003 
123,179 
3,375 


(94) 
3,281 


501 
222 


723 
2,558 
1,560 


998 
442 


$ 556 


Enscor Inc. 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS (DEFICIT) 
(Expressed in United States thousands of dollars) 


Year Ended July 31 


1996 1995 1994 
Balances besinning of yeats <joen teed ee ae eee $ 6,085 $(2,818) $(3,377) 
Net eamlingso(10Ss) Ms. Seeks aewiey reread cee kon te create (3,748) 9,345 998 
Dividends paidcon preferred ‘shares... nyt a eee (412) (442) (442) 
Premium, on redemption ofpreferred shares 70441. ee ee (77) — — 
Bxpity-of wartants\ v.15 coe ecct an See Gare. eine te een Rae — — 3 
Balance — end.ofi year 25s q.gssie neice eeeiot on is so ane tok eer mena $ 1,848 $ 6,085 $ (2,818) 


(See accompanying notes) 
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Enscor Inc. 


CONSOLIDATED STATEMENT OF CASH FLOWS 
(Expressed in United States thousands of dollars) 


Operating activities 


Bereme AENINEGSS(LOSS)) athe Hey CLs ee Gee ivek a plinaeus alsin gare « 


Add (deduct) items not involving cash: 


Cramrondisposal ol assets (note: 2). < Meesas 5 dai 828% 
Minority interest, including dividends paid ......... 
Depreciztion-and-amortization ...5... 44.0055 ses es 
PRC iets eduINc OMMC ARCS rt Aree ison tt MOS Eanes here Me Slee ee een @ 


Changes in non-cash operating balances (note 18(a)) . 
Cash provided (used) by operating activities ......... 


Financing activities 


Micicase InmOns-teTM GEDt a etten cid cree b lene oe ae 
nepayinent Oflone-terin GED .8's 2 sae eerie na otek 
INecesramusormer TECCIVADIES py gheek Mic ae te ee ee 
Fssuc (repurchase) of common Shares ....:2. 0.26.5; - 
BAGG TAI Peat os eM deel oa Maren gen wh ees ats sags anes 2 Sig 
Recempilonvor preferred: shares: oe ne. seer ees 


Gash used byeinancing activities’: 2062 so ae eee et 


Investing activities 


Acquisition and development of land and housing ..... 
Recovery son costs through sales 2.4... 5.95. ere 
Ruschasevol capital assets. <u. aa Were dees) eee eee 
Proceeds.on' disposal of assets® 7-\...jans a eintooencae 
Cost of acquisitions, net/of cash (note 2)\. .....2... 


Cash provided (used) by investing activities.......... 
PiecHOl exchange Tate Chances atop. goaon een 


Increase (decrease) in cash and cash equivalents ..... 
Cash and cash equivalents — beginning of year....... 


Cash and cash equivalents — end of year (note 15(d)) 


(See accompanying notes) 
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Year Ended July 31 


1996 1995 1994 
$(3,748) $9,345 $ 998 
(3,749) (21,541) _ 
890 5,518 1,560 
1,806 4,463 4,015 
ae (174) em) 
3,165 203 1,003 
a Ef 94 
(1,636) (2,186) 7,892 
(1,408) (6,924) (5,611) 
(3,044) (9,110) 2,281 
ee = 6,691 
(4,184) (27,574) (6,929) 
3,410 (6,971) = 
(413) = 8 
(412) (442) (442) 
(4,973) = ~ 
(6,572) (34,987) (672) 
(612) (719) (443) 
1,624 150 492 
(640) (2,708) ~— (3,518) 
22,218 55,008 14 
(12,756) (1,461) —(1,829) 
9,834 50,270 (5,284) 
13 50 (180) 
231 6,223 (3,855) 
10,628 4,405 8,260 
$10,859 $10,628 $ 4,405 


Enscor Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1996 
(Tabular amounts expressed in United States thousands of dollars, 
except per common share amounts) 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The financial statements of the Company are prepared in accordance with accounting principles generally 
accepted in Canada which conform in all material respects with accounting principles generally accepted in the 
United States, except as indicated in Note 14. 


Principles of consolidation 


The consolidated financial statements include the accounts of the Company and its subsidiaries, together with 
the Company’s proportionate share of the assets, liabilities, revenues and expenses in a partnership and joint 
ventures. The principal company included in the consolidated group is The Equion Corporation (“Equion”). 
All material intercompany accounts and transactions have been eliminated. 

Basis of presentation 


In recognition of substantially all ongoing operations originating in the United States through Equion, the 
Company has, since July 31, 1993, reported its results in U.S. dollars. The Company’s Canadian hotel and 
residual real estate operations, for the years ended July 31, 1996, 1995, and 1994 are translated into United 
States dollars using the end of period exchange rate for assets and liabilities and an average prevailing rate 
during the period for revenues and expenses. Any resulting translation gain or loss has been recorded in 
shareholders’ equity. 

Inventories 


The Equion inventories are stated at the lower of cost (first-in, first-out method) and market. 


Capitalization of costs — Land and housing under development 


The Company follows the policy of capitalizing direct carrying costs such as interest, realty taxes and other 
related costs to land under development and housing under construction. 


The Company also capitalizes that portion of interest on general borrowings considered applicable to land 
under development and housing under construction. 


Land and housing under development is recorded at the lower of cost and estimated net realizable value. 


Automotive part sales and warranties 


The Company provides 12-36 month warranties on certain automotive parts. A warranty accrual is recorded at 
the time of sale for estimated claims based on historical claims experiences. 


Revenue recognition 


Revenue from real estate transactions is recognized as follows: 


House sales iimccosce stk at the date when title passes and closing has occurred and all material conditions 
precedent to closing have been fulfilled or provided for. 

Condominium sales ..... when the amount due on occupancy is received and the purchaser is entitled to 
occupancy and undertakes to assume a mortgage for the balance of the purchase 
price. 

Teand sales’ at. aa ee when all material conditions precedent to closing have been fulfilled, at least 25% 


of the purchase price has been received and interest will accumulate at a 
reasonable rate on the balance which is not subordinated to additional loans on the 
property. 


The Company does not have any continuing involvement with properties sold that would result in retention of 
any substantial risks or rewards of ownership. 


Capital assets 


Capital assets are recorded at cost. Depreciation is provided on a straightline basis over the estimated useful 
lives: 


Furniture, Machinery and Equipment .... five to eight years 
IBWUIN gS. para ea hoc te ke ccahhes twenty-eight to forty years 
LeaseholduImprexements 22.5. 2k. a. ee: over the term of the specific leases 


Goodwill 


Goodwill, the excess of the cost of business acquisitions over the fair value of the underlying assets acquired, is 
capitalized and amortized on a straight-line basis over thirty years. The Company periodically reviews the 
carrying value of its goodwill to determine whether an impairment in such goodwill has occurred. Substantially 
all of the Company’s recorded goodwill pertains to its acquisition of Equion. Therefore, in its review, the 
Company considers management’s long-term projections of Equion’s operating results, as measured by earnings 
before interest and taxes, and management’s judgment as to the fair value of its investment in Equion, using 
objective third-party criteria wherever possible. 


Deferred income taxes 


The Company follows the deferral method of tax allocation under which income taxes are provided for in the 
period during which transactions are included in accounting income. 


ACQUISITIONS AND DIVESTITURES 
(a) The Equion Corporation 


During fiscal 1996, the Company acquired all of the common shares previously held by the minority 
shareholders. As a result, Equion is now wholly owned by the Company. The total consideration paid for 
the minority shareholders’ 30% interest was $12.8 million. 


(b) Certain Assets Of Automatic Flywheel, Inc. 


On April 19, 1994, Equion acquired the flywheel, ring gear, and cable product lines of Automatic 
Flywheel, Inc. of Dallas, Texas. The acquired operations were integrated into Equion’s Hayden division. 
The purchase price was $2,039,000, satisfied by a cash payment of $1,829,000 and the assumption of a 
note payable of $210,000. 


(c) Signet AutoAir Klimaanlagen GmbH (“SAA”) 


On September 1, 1994, Equion acquired, for $1.9 million, an 80% interest in SAA which purchased 
certain assets of AutoAir Klimaanlagen GmbH. SAA, located in Goch, Germany, is a designer and 
manufacturer of air-conditioning kits and components serving the automotive, truck, and off-highway 
vehicular marketplace, primarily in Europe. 


(d) Sale of Signet Systems, Inc. (“SSI”) and Capital Stock of SAA 


On July 31, 1995, Equion completed the sale of all of the business and substantially all of the property, 
rights, and net assets of SSI, one of its divisions, and all of its capital stock of SAA, for approximately 
$56.0 million. A $21.5 million pre-tax gain was recorded at the time. Equion received a cash payment of 
$49.0 million and two promissory notes each for $2.5 million (note 4). As well, an additional $2.0 million 
of proceeds were receivable under price adjustment provisions of the agreement (note 4). SSI’s and 
SAA’s net sales for the year ended July 31, 1995, were $76,103,000 (1994 — $71,450,000). 


(e) Sale of TCI and Trans-Tool divisions and Engine Driveline product line (“EDL”) 


Effective December 29, 1995, Equion completed the sale of the business and assets of its TCI division. 
On February 29, 1996, its Trans-Tool division was sold and, on April 30, 1996, the EDL sale was 
completed. In total, a $4.6 million pre-tax gain was recorded on proceeds of $23.5 million. This pre-tax 


13 


gain was offset by a $0.8 million charge representing certain price adjustments in connection with the 
1995 sale of SSI and SAA. Combined net sales for TCI, Trans-Tool, and EDL for the year ended 
July 31, 1996 were $20,971,000 (1995 -$32,362,000; 1994 — $24,690,000). 


TRADE RECEIVABLES 


Financial instruments which potentially subject the Company to concentrations of credit risk consist principally 
of trade receivables. 


The Company primarily sells to the U.S. automotive aftermarket and to industrial customers. The Company’s 
exposure to credit risk associated with the non-performance of these customers in fulfilling their contractual 
obligations can be directly impacted by a decline in economic conditions which could impair the customers’ 
ability to satisfy their obligations to the Company. In order to reduce the risks, the Company has credit 
procedures in place whereby analyses are performed to control the granting of credit to high-risk customers. 


AMOUNTS RECEIVABLE 


July 31 July 31 
1996 Average 1995 
Amount Interest Rate Amount 
Notes receivables(a)is sans Stee er nee $ 2,500 8.75% $ 5,000 
Amount due on disposal of assetsi(D i) see ee eee eee 1,971 
Amount’ due on disposal of assets (c¢) =o. opm eee ree 217 — 
Income: taxes receivable: 5.023: «2 aria cee een 650 —- 
Mortgages receivable, less allowance of $nil ($99,000 — 1995) 
— interest: bearing: vas a3 oc ene mee ee 2 12% 9 
= non-interest: bearing. ..2nas o.oo se ene eer _ 44 
Oli Weer et ee ARH ened Ses e ag ads oS Os 456 456 
3,825 7,480 
Less long-ténm portion «.. 4 dace fase eres ee ee — 2,500 
$3,825 $4,980 


(a) The notes receivable resulted from the disposal of assets (note 2(d)). The remaining $2.5 million is due 
on July 31, 1997. 


(b) This amount represented the balance on the disposal of assets (note 2(d)), and was paid during the 1996 
fiscal year. 


(c) This amount represents the balance of proceeds in connection with the EDL sale (note 2(e)), and was 
received in August 1996. 
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INVENTORIES 


July 31 
1996 1995 
Automotive 
RENCE PREIS RN Se 20 Bie nr i ee are ee $ 2,655 $ 6,060 
AY OTL. OAS WORSE akan, on ser, 2, Sire le BE eas Ae a ge 319 646 
1 TSN RY SVG D6 yo RS IR co dae 5 aA Rg LS 10,923 
4,149 17,629 
ROSIE SCONCE TCSCLVC ian vn Sere ReRee re CIs te sk Aci RR ain, ro ole al Cae Mas (227) (1,009) 
3,922 16,620 
Land and housing under development 
Land 
PC CCURSTETOUIC OSLO PS: ciiee’s we Men ree eh cis Mee he es ota REE Son serge Ge eee es a 3, AIL 5,300 
AS ABV oe COS (Soe Ae Peet cts Sect G MMA aN he dete eee Re cues dence eae [e572 1,879 
CU LOD DIELCOS SE macke Ur ceranprriee Sica ENR Tes] alt cars ckeee, site Omer Reeser EN So. 910 903 
5,693 8,082 
"EGET ia 85 A RRR oc RG aA all OR Ree a, oe oe SAI 193 1,461 
5,886 9,543 
PFO MISIONG OPECUININULION: snake nh nccarsonvd Stes set aaa oa oan cao ae tne aan meas Io. 2s (3,863) 550) 
2,023 6,213 


$5,945 $ 22,833 


RELATED PARTY TRANSACTIONS 


(a) Advances to and from related companies are non-interest bearing, have no specific terms of repayment, 
and consist of the following: 


July 31 
1996 1995 
PRCAVATICES: (Oca shee seh an NES ee RE RS RO $ 1,479 sn) Bs 
PX GVAMCCSENOI seats eS rors aT Re Tn ee to ps Beets es 409 413 


$ 1,070 $902 


(b) Substantially all of the Company’s preferred shares were held by companies which are subsidiaries of a 
company controlled by a trust for the children of the Company’s Chairman. The balance of the preferred 
shares were held by a company over which control or direction may be exercised by the Company’s 
President. All of the preferred shares were redeemed during fiscal 1996. 


(c) $nil ($121,000 — 1995) of promissory notes were payable to a company that is a subsidiary of a company 
controlled by a trust for the children of the Company’s Chairman. The Company’s Chairman is the 
President and a director of that company (note 9). This debt was secured by mortgages receivable 
(note 4). In addition, $0.9 million of promissory notes were payable to a former director of the Company 
and were secured by a pledge of a portion of the Company’s shares in Equion (note 9). 


(d) 
Year Ended July 31 
1996 1995 1994 
Fees paid for management and other services provided* ......... $ 1,204 $ 1,011 $ 1,000 
Interest paid on the promissory notes referred to in note 6(c) .... A Saale? $ 107 $ 209 


* by the company referred to in note 6(c) together with one of its subsidiaries, and by a former director of the Company. 
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(e) The Company leases approximately 17,500 square feet of office space in Don Mills, Ontario from a 
corporation controlled by a person related to the Company’s Chairman, for $162,000 annually. The lease 
expires in 1997. The Company subleases part of the office space to the company referred to in note 6(c) 


for $62,000 annually. 


CAPITAL ASSETS 


Accumulated 
depreciation and 
amortization 


Net Book Value 


July 31 July 31 July 31 July 31 July 31 July 31 
1996 1995 1996 1995 1996 1995 

Hoteltlanda wae oe eee $ 1,186 $ 1,196 SELL $1,126 $ 69 $ 70 

Hotel building and equipment ....... 3,670 3,654 2,500 2,379 1,170 1275 
Furniture, equipment, and leasehold 

IM PTOVEMEM(S <2). cree eee 2,011 1,106 1,413 832 598 274 

PNUKONANOUNVE JBI! osoadboceaobaaedos — 33 — — 33 

Automotive building 4a--riuseeeee — 2,376 — 467 — 1,909 

Automotive machinery and equipment 4,596 6,707 1,690 309 2,906 6,398 

$11,463 $15,072 $6,720 $5,113 $4,743 $9,959 


Accumulated depreciation and amortization includes a $1,967,000 provision for decline in value of the hotel 
assets. 


RESTRUCTURING AND OTHER CHARGES 


Restructuring charges of $1,726,000 for 1995 included the following costs relating to the relocation of Hayden’s 
automotive parts distribution facility from California to Tennessee and the planned closure of the Company’s 
corporate office in Kentucky by January 1996 as a result of the sale of SSI: (i) $889,000 for termination 
benefits for eight California and Kentucky employees, (ii) $737,000 to relocate the distribution facility to 
Tennessee, and (iii) $100,000 to close the Kentucky corporate office. Of these total costs, $401,000 were paid 
in 1995 towards relocating the distribution facility and the unpaid balance of $1,325,000 was included in 
accounts payable and accrued liabilities. 


In January 1996, an additional charge of $500,000 for termination benefits was recorded to reflect revised 
estimates for the Hayden restructuring. In 1996, $1,518,000 of the above restructuring charges were paid and 
the balance of $307,000 is included in accounts payable and accrued liabilities. 


LONG-TERM DEBT 


July 31 
1996 1995 
Mortgage(s), pavable..n..c smelt eens aces AY sro gan re OAT Peni A 48 tee ge dcae ee $2,121 $4,035 
Notes payable: ..c.cc emai ore teas meee eRe het bets cpceoe red ate oa an darkened eae ies 200 2,970 
2,321 7,005 
Less: current portlon ss sgeesxevssvesc Oo ea eee ee Sei eo Asay di chins naa eae oe 2,220 2,811 
$ 101 $4,194 
Weighted average interest: rates ie. cme es arent Sara ee a cite renin ere 8.3% 8.4% 
(a) The mortgage payable bears interest at 8.5% per annum, and will mature on June 30, 1997. In 


consideration thereof, the Company has agreed to a $220,000 prepayment. The mortgage is secured by 


land under development. 


(b) The notes payable bear interest at varying rates currently ranging from 6% to 7% and mature over a three 


year period. 
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(c) 


The principal repayments are as follows: 
Years Ending July 31 


| DE aS secny aes Sp OE RE aa eg Toa ra Al eo a a $ 2,220 
ILO ALES Set cae aR a A cent ic Me ae aa ae nr Rr ee SMR Re 93 
remem Poinee Sear arte Seva a ee tafenrty one Gilera os. ¢- stbvnatura ha MRM oes ee a 8 
$1 25321 
Of the total debt, $2.1 million is repayable in Canadian funds. 
10. SHAREHOLDERS’ EQUITY 
(a) Changes in the Company’s outstanding common share capital were as follows: 
Number of Shares Amount 
July 31 July 31 July 31 July 31 
1996 1995 1996 1995 
Balance — beginning of year............... 23,445,846 23,445,860 $24,478 $24,478 
SVMGRES PECDUTCIASCO Sit 6 2 foros aitafvey. cotta ous he (477,931) — (413) — 
Fractional shares eliminated pursuant to a 
PTOI eC CIUISEUI OM sage aio 5a ioe ie cath Yeba ia acopayt lence (8) (14) _ — 
Balancey=-sCnG_ Ol, VOal.a aia. rac as ils tere ite 22,967,907 23,445,846 $24,065 $24,478 
The aggregate legal stated capital of the common shares of the Company is $13.2 million. 
(b) Preferred Shares: 
Number of Shares Amount 
July 31 July 31 July 31 July 31 
1996 1995 1996 1995 
Sere tl Chae ee RE ere ee le he PA Rae Cat a8 400,000 $ — $ 4,000 
Seriscthia- am pate ria, OFLA y Cees Pager — 996,362 — 662 
SCCSeC tar opi cipa cals f,< een ae eee are eee — SLOTS — 234 
— 1,716,081 $  — $ 4,896 


(c) 


The Company’s 400,000 9% Cumulative Series E Preferred Shares were convertible into common shares 
at $1.20 per share. These shares were retractable at the holders’ option, at any time after May 14, 1996, in 
annual installments of up to $1 million on a cumulative basis, at $10 per share. In addition, these shares 
were redeemable at the option of the Company, at $10 per share after May 14, 1996. The 8.36% 
Cumulative Series F and G Preferred Shares were retractable at the holder’s option, at any time after 
July 31, 1994, in annual installments ranging in aggregate from $437,000 Cdn. to $442,000 Cdn. on a 
cumulative basis, at prices ranging from $0.93 Cdn. to $0.94 Cdn. per share. In addition, these shares 
were redeemable at the option of the Company at a discount of 6%. All of the above Preferred shares 
were redeemed during fiscal 1996. 


Stock option plans — 
The following stock option plans were in effect in 1996: 
1985 Stock Option Plan — 


Options have been granted to certain employees under this Plan which vest over five years and 
expire on the earlier of 10 years from the date of grant or on termination of employment, unless 
otherwise stated. Total options under the Plan are limited to 643,100. During 1996, no options were 
granted and 10,000 expired, leaving 80,000 fully exerciseable options outstanding at prices ranging 
from $1.53 U.S. to $2.60 Cdn. 
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11. 


1993 Stock Option Plan (the “Equion Plan’) 


The Equion Plan was adopted in May 1993 and replaced a previous plan in effect at a predecessor 
company. As of July 31, 1995, stock options to purchase a total of 9,121 shares had been issued 
under this plan, all of which were surrendered during fiscal 1996 in conjunction with certain 
employee terminations. 


INCOME TAX INFORMATION 


(a) 


(b) 


(c) 


Income Taxes 


Income taxes (recovery), including current and deferred portions, have been computed as follows: 
Year Ended July 31 


1996 1995 1994 

Combined Canadian federal and provincial income tax rate..... 44.3% 44.3% 44.3% 
Income (loss) before income taxes and minority interest ....... $(2,261) $16,679 $ 3,281 
Items which are non-deductible: 

Permanent: differences; 3 eee ee eee 4,754 9,191 1,646 

Eosses not taxceitected pases stent tn enna nee es 4,058 1,207 1,817 

sey $27,077 $ 6,744 

Taxcat basici tates ete eee or Ce ee eae $ 2,902 $11,995 $ 2,988 
Decrease in taxes resulting from: 

Effectscot, United States operations ease eee (367) (1,536) (230) 

Realization of benefits of loss and depletion carryforwards .... (15952) (8,485) (2,050) 

583 1,974 708 

Federal capitalitaxe 3.002 47 eee eee ees 14 40 15 
Income: taxes) .,o. at bance ee cee ee ae ee ee $ 597 $ 2,014 oes 
Effective: tax Tateryiia ot. Ge mera emerrpeca aie tegen ay ete ones (26.4%) 12.1% 22.0% 


Substantially all of the components of the Company’s income before income tax expense are derived 
from the Company’s United States operations. 


Deferred tax assets of $918,000 in 1995 resulted primarily from the accrual of employee severance. 
Deferred tax liabilities of $918,000 in 1995 resulted from the excess of the book basis of capital assets 
over their tax basis and, to a lesser extent, from revenues deferred for income tax purposes. 


At July 31, 1996, the Company and its subsidiaries had operating loss carryforwards for tax purposes 
which expire as follows: 


July 31 United States Canada 
CASS Saheim: rir 5, 5 ee Benet act data ted acts tied NORA Ne RCIERES cot HANSEN TTY ta io $ 725 Se tay 
PODS her ee a. Deere Pace aes ee ee at ren tert eet, AU eA AVN Eee CEM aie 86 — 
NO eee ene eR Cmca a tcl s Oey eis Ty Nor FeO Once em ee MMR TAN Bs Ce eG 2 24 
PAGO Ween g meer sears tier 2G ny city. bes 2k sce G, Sacha Oph Re en EE eR Os aes csi deat Go c0% l 648 
ZOOL FRR ARES As cy OR ERAT Ae REPRE OTs yace nearest eee l 2,496 
2002) anid after: sare nuehep et ae ene ae ote oe ere) hae eA aera 2 BBS: 
$ 817 $5,658 


The Company also has approximately $2.7 million in United States percentage depletion carryforwards 
which have no time limit as to expiration, but are limited to 65% of the taxable income generated each 
year. In addition, the current year’s $3.2 million provision for diminution in asset values will be 
recognized for Canadian tax purposes in the 1997 fiscal year. 


The future tax benefits of these operating loss and depletion carryforwards have not been recognized for 
financial reporting purposes, except for approximately $385,000 of depletion carryforwards. 
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12. 


13. 


14. 


NET EARNINGS (LOSS) PER COMMON SHARE 


The weighted average number of outstanding shares which was used to calculate net earnings (loss) per 
common shares was: 


Year Ended July 31 


1996 1995 1994 
OSI So cn bBo area Ste OES 5 ee 235363;001 | 23,445,846 23,437,970 
[ENN GNI ole hee ote ce Gens ee had eee ee 26,635,588 26,885,398 27,304,835 


INVESTMENT IN REAL ESTATE PARTNERSHIP AND JOINT VENTURES 


Included in the consolidated financial statements are the accounts of the following: 


Participation 
Interest 
Rose Homes Partnership 
(included in the Rose Homes Partnership is a 50% interest in the Rosedale North 
“ICSE NASAL ER RI EE yc 9 oi EA nn 98% 
arr UO ye ven el OKC metre ct tees EO Ea aca, oad sacl. pwlg 8 oe Slead gums eames hes 75% 


The proportionate share of, or undivided interest in, the above assets, liabilities, revenues, and expenses is 
reflected in the consolidated financial statements as follows: 


Year Ended July 31 


1996 1995 1994 
TMG Ue ac eee Ag EEE ve yeh to A FO en a $5,099 $7,194 $6,308 
Wal tlities ease aA rae ey cones al ners stice fy candies 2,136 2,184 2,167 
IGVSNUCS Hee rere ere se teats Ric nee et eR etn BPN GN I ad Law a 4 — 4 1 
PXDCOSES ay teak othe Naat moe Mey Mee IA Nn oe eas ek kx See bs — — Z 
POVISI OMELO ba GAL ITE OM ey ese eee eee EEE lies se aca Sieve os) as So ve cs S565 — 743 


The assets and liabilities shown above are primarily those of the Whitby Joint Venture. The provision for 
diminution relates specifically to the Whitby Joint Venture. 


SIGNIFICANT DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY 
ACCEPTED ACCOUNTING PRINCIPLES 


The consolidated financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles (“Canadian Basis”) which differ in certain respects from those prepared in accordance 
with accounting principles and practices generally accepted in the United States (“U.S. Basis”). Under the 
U.S. Basis certain items in the Consolidated Statement of Earnings and the Consolidated Balance Sheet would 
have been reported as follows: 


(a) Consolidated Statement of Earnings 


Year Ended July 31 
1996 1995 1994 


INet-earnings*(loss))-— Canadian’ Basis: «224. 2 ee 8 nce eles ors BD $ 9,345 $ 998 
Increased depreciation and amortization (1) ................ 3zZ ) (548) (53) 


Increased selling, general, and administrative expenses (iil)... oe (344) (148) 


Decreased (increased) tax provision — deferred (i) (ii) ..... Pe (61) 659 
Decreased gain on disposal of assets (i) (ii) (iii) ........... 3 ) (3,104) a 
Ne tceatpiiias: (10ss)ee O55 Banistg <5. 6 secede vee dsacek » $ 5,288 $ 956 
= aPer COMMON SATS 2 52 ..coris sire ae vars « SL(025) > wO2l $0.02 


(5) 


Consolidated Balance Sheet 


July 31, 1996 July 31, 1995 


Canadian U.S. Canadian U.S. 
Basis Basis Basis Basis 


Assets 

Capital ‘assets: (net) (Gyinek. es a ee $ 4,743 $5,276 $ 9,959 $10,915 
Goodwill (GRA ee ecole sera aera eee 1,641 1,928 5,024 6,070 
Deferred income=taxes:—- assets (1) maser eee 66 909 918 2,798 
Liabilities and Shareholders’ Equity 

Deferred income taxes — liability (i) 66 906 918 2304 
Retained earnings inv eas cme ao i ee 1,848" 4 6,085 8,514 
Shareholders’ equity — preferred (iv) ............. — — 4,896 — 


(i) 


(ii) 


(iii) 


(iv) 


Under the Canadian Basis, the fair values of the net assets acquired in a business combination are 
adjusted for differences from the amounts that will be used for tax purposes, whereas under the 
U.S. Basis deferred income taxes are recorded on such differences. 


Under the Canadian Basis, the tax benefit of certain operating loss carryforwards of an acquired 
company were not recognized as an asset at the date of acquisition because there was no reasonable 
assurance of realization of such benefits. The tax benefits of these loss carryforwards are recognized 
as a reduction of income tax expense only when they are realized. Under the U.S. Basis, as set forth 
in Statement of Financial Accounting Standards (“FAS”) No. 109, the tax benefits may be 
recognized in a subsequent year when a change in circumstances justifies a decrease in the related 
valuation allowance. These benefits are first applied to reduce to zero any goodwill related to the 
acquisition, next applied to reduce to zero any intangible assets related to the acquisition and finally 
applied to reduce income tax expense. As at July 31, 1996 and 1995, management continued to 
recognize deferred tax assets on the basis that reversing taxable temporary differences and 
estimates of taxable income for the succeeding two years indicated that realization of the assets was 
more likely than not. 


Under the Canadian Basis, current costs of postretirement health care and life insurance benefits 
for certain SSI employees were expensed on a cash basis. Under the U.S. Basis, these benefits were 
accounted for in accordance with the provisions of FAS 106, which requires accrual, during the 
period of employment, of the expected cost of providing the benefits to the employees. 


The following is an analysis of the amounts included in the U.S. Basis measurements: 


Year Ended July 31 
1995 1994 


CUrtent SERVICE COSI amt. Sannin Se ar oom) eS nhc Ak <a acbenwn teh A hehe $ 214 Sul 
Interest on iniinded citar ly tyre, se eee RMN. 45 us, «eves tia wins ee erie oe 548 S11 
Amortization. of mnlecognizednosseste rate eicai)snide wait’ fale ae ane niee a — 
Less cash-expensesunder@anadian basse rar. ..0. ose eee ae (370) (43 


US... Basis adqistiment ‘at 69.95%, 2a en reesnnc tty... eh eee oe pees $ 344 $ 148 


Prior to the sale of SSI, Equion’s Board of Directors adopted amendments to SSI’s retiree medical 
and life insurance plans that reduced its accumulated postretirement benefit obligation by 
approximately $2.5 million. The proportionate effect of this plan amendment has been included in 
the Company’s gain on sale of SSI. 


Under the U.S. Basis, the Company’s redeemable preferred shares would not be included under the 
heading ‘Shareholders’ equity”. 
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15. 


(¢c) 


(d) 


(e) 


(f) 


(g) 


Primary Earnings Per Share 


The Company’s outstanding stock options are considered to be common stock equivalents for the purpose 
of determining primary earnings per common share. They are excluded, however, from the determination 
to the extent that they are anti-dilutive. Primary earnings (loss) per common share are $(0.18) ($0.38 — 
1995; $0.02 — 1994). 


Joint Ventures 


Under the U. S. Basis, joint ventures would be accounted for on an equity or consolidated basis, as 
appropriate. The use of these methods would not result in any differences to net earnings or shareholders’ 
equity. 


Statement of Cash Flows 


Under the U.S. Basis, the cash received on notes and other receivables of $3.4 million would be added to 
proceeds of disposal of $22.2 million and, in 1995, the amounts receivable of $7.0 million from the 
disposal of assets would be netted against the proceeds of disposal of $55.0 million. Also, under the U.S. 
Basis, the restricted cash indicated in note 15(d) would be excluded from cash and cash equivalents. 


Fair Value of Financial Assets and Liabilities 


The 1996 fiscal year is the initial year of application of FAS 107 “Disclosure about Fair Value of 
Financial Instruments” to the Company’s financial statements. 


The carrying values of cash and short-term investments, trade receivables, accounts payable and accrued 
liabilities approximate their fair value due to the relatively short periods to maturity of the instruments. 


The fair values of amounts receivable and long-term debt also approximate their fair value because they 
bear interest rates that reflect current rates available to the Company for similar instruments and they 
mature within the next fiscal year. 


FAS 121 
“Accounting for the impairment of long-lived assets and for long-lived assets to be disposed” 


Effective August 1, 1996, FAS 121 “Accounting for the impairment of long-lived assets and for long- 
lived assets to be disposed” will apply. If FAS 121 had been applied as at July 31, 1996 and 1995, there 
would have been no material effect on the Company’s financial position or results of operations. 


OTHER INFORMATION 


(a) 


(5) 


(¢) 


(d) 


Research and Development 

Included in selling, general, and administrative expenses are approximately $76,000 ($4,171,000 — 1995; 
$4,686,000 — 1994) of research and development costs. 

Depreciation and Amortization 


Total depreciation and amortization expense is $1,806,000 ($4,463,000 — 1995; $4,015,000 — 1994), of 
which $774,000 ($1,898,000 — 1995; $1,451,000 — 1994) is included in cost of sales and $nil 
($450,000 — 1995; $340,000 — 1994) represents amortization of deferred financing fees. 

Sales to Major Customers 


There were no major customers-in the automotive segment for the year ended July 31, 1996. Sales to 
each of two major customers in the automotive segment for the previous years were $33,731,000 and 
$14,983,000 — 1995 and $41,685,000 and $19,544,000 — 1994 respectively. 

Restricted Cash 

$538,000 ($2,245,000 — 1995) of cash and/or short-term investments is being held to secure 


outstanding real estate letters of credit and, in 1995, automotive warranty claims (note 20(b) ). 


21 


16. INTEREST ALLOCATION 


(a) Capitalized interest is charged to the cost of sales of land on a proportionate basis of units sold to total 
units for each project. Interest incurred and charged to cost of sales is summarized below: 


Year Ended July 31 


1996 1995 1994 
Interest capitalized — beginning of year..................... $ 670 $ 457 $ 1,130 
Interest.ancusted ) 25 ance eee eet eek eee ee 195 213 201 
865 670 13334 
Interest expensed) oi iso.) sie eee ae ee eee (865) — (874) 
Interest capitalized —— end of yearns cee eee eee $  — $ 670 $ 457 
(b) Selling, general, and administrative expenses include interest on: 
Year Ended July 31 
1996 1995 1994 
Credit facility’ hf oe en ee $ — $ 3,288 $ 2,063 
Notes payable 20-3 426 (aioGe es ee le en ee 218 S51 334 
Mortgages payables se ee ee 30 Li 146 
10% convertible subordinated debentures 7-7 46-= -ceee a — 91 
$ 248 $ 3,751 $ 2,634 
17. SEGMENTED INFORMATION 
The following summarizes the Company’s operations by industry segment: 
Corporate 
Automotive (1) Real Estate Hotel and Other Total 
July 31, 1996 
Revenues) vee pce a ee ee $ 52,929 $ 1,745 $1,893. $ 257 $i56278 
Cost of sales and expenses 1... sean eee 54,498 4,818 2s 1,293 62,334 
Earnings (loss) from operations......... $ (1,569) $(3,073) $ 168  $(1,036) $ (5,510) 
Total assets;..'< aay. aie ie eee eee $ 29,992 $ 4,076 $ 1,587 $. 434 §$ 36,089 
Depreciation and amortization.......... 3. 15516 $ — $ 156 $ 74 $_ 1,806 
July 31, 1995 
Revenues «3 nsu.00 eee ee $138,709 S$. 252 $1,960 $ 145 $141,066 
Cost. of sales and expenses*<- 2. ae ce 140,639 331 1,908 1,324 144,202 
Earnings (loss) from operations......... $ (1,930) S$. C19) VS TS2- GORI Fee 
Fotal assets -.-0 sas sae ee $ 61,575 $ 8,116 $ 1,651 $ 1,268 $ 72,610 
Depreciation and amortization.......... ~ $ 4,203 $ — $ 157. $- 103) 3 4463 
July 31, 1994 
Revenues"; 84.8522 ee ae ee $123,756 $ 654 $ al ~ Saar S176 556 
(Cost of sales and expenses’... 2. see 118,687 432 1,983 2,077 E23. 179 
Earnings (loss) from operations......... $ 5,069 eee S (242) SL OIA) bots 
Total’assetss+..1. so ene Se eee $ 80,556 $ 8,603 S (740) 99-2786) 6s 951055 
Depreciation and amortization.......... $ 3,582 $ — $ 239 $ 194 $ 4,015 


(1) The Company’s automotive operations are located primarily in the United States. 
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18. ADDITIONAL INFORMATION 


19. 


(a) Details of net changes in non-cash operating balances as reported in the Consolidated Statement of Cash 
Flows are as follows: 
Year Ended July 31 
1996 1995 1994 


PRICE ReECCLVAD lesen pe Mere A tee, REIS es oes $eP357 31 SaCLSIS) *$°G.789) 
PMEMOUDISTCCOW AION Os ARR Ter a iekee iro ous ecle anne be D2 391 1,922 
Me MOTE he CAMLOMMOUVE) ean. cca hee G tad, Gcucy haan» wid + Sagan 2,817 (6,917) (5,107) 
Adyances to.and irom related COMPANies, .... 60260512 0ads (176) (133) (162) 
Accounts payable: and accrued [abilities .. nc. ec sass (6,167) 2,420 1,562 
Prepaiduexpenses and Otlcr assets = we acc cles mks oe 468 (619) (194) 
WACOMIS TAKES UAV ADNE myers eet hee an cole foe ohne sg)'s4b 4, wo (1,800) 1,643 157 
COSTE PET STL STE BIs SS On Bind alba ay Neca cam en een (502) (1,814) _ 


$ (1,408) $ (6,924)  $ (5,611) 


(b) Cash paid for income taxes and for interest (net of amount capitalized) is as follows: 
Year Ended July 31 


1996 1995 1994 
eA COME LAKES een een eee Ene ee ee eee ee ee we $ 3,004 MS Ske Sy 
Interest. (met of amount capitalized). 6 2. te. $ 266 $ 3,902 $2,555 


EMPLOYEE BENEFIT PLANS 

Equion maintains a noncontributory defined benefit pension plan covering substantially all employees. The plan 
provides pension benefits based on the employee’s years of service and compensation. In all cases, funding is 
limited to amounts deductible for tax purposes and is at least equal to the minimum contribution required by 
law. The projected unit credit actuarial method is used to determine pension cost for financial accounting 
purposes. 


Net periodic pension cost includes the following components: 
Year Ended July 31 


1996 1995 1994 
Service cost — benefits earned during the period ............... $ 156 $ 367 $ 366 
Interest cost, on projected benefit’ obligation” 2......8. 206s. sects s- 143 345 294 
FN CLUAIETCUUETMODGASSCLSa ee Ri RCE EOI tes eta ee anc oir (116) (533) (90) 
INCiraimonizZatonsanGedeictialmer ie taiwan erat rier (13) Magik (128) 


$ 170 $ 450 $ 442 


Assumptions used in accounting for the plan were primarily as follows: 
Year Ended July 31 


1996 1995 1994 
PPISCOUNUITALG fren eet Cpa a dare Ase rte i> isto. sa beaten Seeger be 7.75% 7.75% 7.5% 
RatevOlumercasenin COMIMCUSATIONACVE! Aor, ace cee oe oc cick ae 4.0% 4.0% 4.0% 
Expected Jong-termi tate of return, On; ASSELS.2 6 4. os o8 ere nes ceo 9.0% 8.0% 8.0% 
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The following table sets forth the plan’s funded status and amounts recognized in the Company’s 
Consolidated Balance Sheet: 


July 31 
1996 1995 1994 

Actuarial present value of benefit obligations: 

Vested: benefit: obligation..2.. «2: eect4s. onr-e eeee $1,382 $1,198 $3,169 

Accumulated: benefit: obligation .«5 2-40-22 ee ee ee $1,480 $1,280 $3,529 
Projécted: benefit obligation (002... 7 yea eee ee eee $1,783 $1,629 $4,025 
Plan assets‘at fair value=. (0 oso oer ee eee ae ee eee (1,467), (1,257) “eis 
Projected benefit obligation in excess of plan assets............... 316 Ewe 1,114 
Unrecognized net; gain. 02 20. a6. es oe eee 364, 346 253 
Pension liability im the balance.sheet™.. 2 ae oe eer ee $ 680 Sagas $1,367 


The defined benefit plan’s assets are invested primarily in a diversified fund with a bank, including 
investments in bonds, equity securities, money market accounts, and short-term U.S. Treasury bonds. 


Equion also sponsors a defined contribution and deferred compensation plan covering substantially all 
employees. Contributions are determined based on various methodologies including matching a certain 
percentage of each participating employee’s contribution and contributing a specified percentage of 
covered employees’ annual compensation each year. In addition, the employees share in year end profit- 
sharing distributions. The Company’s expense for these plans approximated $252,000 ($1,152,000 — 
1995; $1,156,000 — 1994). 


20. COMMITMENTS AND CONTINGENCIES 


(a) 


(b) 


(c) 


Minimum annual payments under the following commitments are: 


Management 
Leased Other and Other 
Years ending July 31 Premises Leases Services Total 

TOD Teas Pesce. t Shs See Rens etek, oot AO eR A ran $544 $ 456 $370 $1,370 
LOO 8s cie:'s pW AR EROS ee A Rte eG ee een 247 403 — 650 
a: PTE a eC GES Se cele ee (ha — 344 —_ 344 
DOs aso oe Ot ee, Soler LINER acl er ee ee — 225 — 223 
40) ee Poe ee ENE rr ena Mr ce ROR 4. = 4 — 4 

$791 $1,430 $370 $2,591 


Under the leases, the Company is responsible for taxes, insurance, and maintenance, no portion of which 
is set out in this note, and sub-leases part of its Canadian office space to one party for $62,000 annually 
(note 6(e)), and one other party for $38,000 annually. The fees commitment for management and other 
services expires on December 31, 1996, and will be reviewed at that time (note 6(d)). 


Letters of credit have been issued with respect to two land and housing development projects totalling 
$0.5 million at July 31, 1996 ($0.5 million — 1995), as well as for its associates’ share of obligations in 
partnership and joint venture developments. In each case, assets of the partnership or joint ventures are 
adequate to satisfy such obligations. In addition, at July 31, 1995, $864,000 of letters of credit were issued 
to guarantee Equion’s performance under certain purchase agreements. 


Litigation is continuing between the Company and 10 purchasers who defaulted on final closing of 
condominium units at Hidden Valley. The purchasers are claiming for deficiencies in original disclosure 
documents. The exposure for losses to the Company, if the claimants are successful, would approximate 
the $390,000 of paid deposits plus costs. The Company believes that the purchasers’ claim is unlikely to 
succeed, and is claiming for breach of contract. The trial of this matter was completed in July 1996 and a 
decision is anticipated in the fall of 1996. 
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21. 


22. 


23. 


(d) Equion is a defendant in three lawsuits relating to product liability arising from accidents allegedly 
occurring in connection with the use of certain equipment which was formerly manufactured and/or 
distributed by Equion, and one wrongful termination lawsuit. The claimants allege substantial damages. 
Certain other similar lawsuits have been settled during past years without any significant adverse effect 
upon Equion. While the outcome of these lawsuits cannot be predicted with certainty, management, after 
consultation with legal counsel, is of the opinion, based on the facts known to it, that the liability, if any, 
from these lawsuits (to the extent not provided for by insurance or otherwise) will not have a material 
adverse effect upon the Company’s consolidated financial position or its results of operations or liquidity. 


(e) Equion has identified certain environmental matters relating to soil contamination and waste water 
treatment systems at certain of its manufacturing facilities. Based upon preliminary environmental 
assessments by independent consultants, the Company incurred $264,000 ($395,000 — 1995; 
$142,000 — 1994) of remediation cost during the year. The balance of the liability accrued at July 31, 
1996 is $319,000. The remediation plans will require government review and approval. 


SUBSEQUENT EVENTS 


In August 1996, the Company completed the first of a two-stage sale of the aftermarket cooling business. 
Subject to the satisfaction of certain closing conditions, completion of the second stage is expected to occur 
before the end of calendar 1996. 


COMPARATIVE FIGURES 


Certain prior years’ accounts have been reclassified to conform with the current year’s presentation. 


PRO FORMA INFORMATION (UNAUDITED) 


Pro forma information is provided below for comparative purposes only and does not purport to be indicative of 
the results which actually would have been obtained if the transactions had been effected at the pro forma date, 
or of the results which may be obtained in the future. The first pro forma column gives effect to the acquisition 
of the minority interest in Equion and the sales of the TCI and Trans-Tool divisions and EDL, all of which 
occurred during the year. The second pro forma column reflects a further adjustment for the expected sale of 
Hayden’s aftermarket cooling business. 


The following pro forma operating results assume the acquisition and sales noted above had been completed at 
the beginning of the 1996 fiscal year. The recovery of income taxes on the pro forma losses assumes that the 
losses before income taxes would be applied against the gains realized on the sale of the business units. 


Pro Pro 

Year Ended July 31, 1996 Historical Forma Forma 

INC IkG2. Les aye arer deenare tarts tier ne pag meat eer rll Sr or See NN Sree apee ns $53,615 $32,644 $13,449 
CHROSS HDT OL Cetera emanate te oe ere Ai attee crows Ge =uFee ye sched os homes nis Sa $13,015 $ 7,308 $ 3,709 
nteresteandnothensin One mie err eeee creek a taca ann east oer coe 3,209 3,209 3,209 
AO CDSCS arnt oer iets Men ae eRe eens, OF en geo eh en tak eGe nap ee SN (18,569) (14,067) (8,281) 
LOVISIONSIOMCIMUMUMONR ee went rates enone ear i cee see ei (3,165) (3,165) (3,165) 
Gadi Of ISPOSAl OF-ASSCUS oa: sen nites eis eee wares sie ences area ie eae 3,749 — — 
RCSinUCrimi eo COstSis Am ee fhe a eh ue ue wets oe oreiunem alas (500) — — 
Loss before minority mterest and income taxes... -sc..¢26%.. 69625 2 (2,261) (6,715) (4,528) 
IVEAENG@ UDEV IENCOLES i wte he eerie cars st cae, oe Wises nee ehere ani cas Ona che 9 ou (890) _ — 
IrCOmestaxcshament 7 ae enc eee roernteie Sesh eres) satericne eee (597) 1,066 209 
INS UMOSS Se pe Mt cco os enc eT cides ets JES Babee Nee negara $(3,748)  $(5,649)  $(4,319) 


The pro forma operating results under the U.S. Basis would not differ in any significant respect. 
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RGVENnUCS Hw cacy ee eee: 
Cost of sales and expenses........ 
Provision for diminution in asset 


Earnings (loss) from operations ... 
Share of income (loss) from 
IMESIIOOMIS soicaceceqoen ce oo ot 
Gain on disposal of assets ........ 
INGCMTAKCIUTIIN CONS. occcecnocaenc 


Earnings (loss) before income 
taxes and minority interest...... 
Income taxes — current ......... 
== AION vo ooo auc 


Net earnings (loss) before minority 
INTELES Oia cca eectaen staaceu tee 


SHAre tee ere Rer cane mere 


Long-term debt, including current 
DORON sans ae ee ea eee 


Redeemable preferred shares...... 


Enscor Ine. 


SELECTED FINANCIAL DATA 


(Expressed in United States thousands of dollars 


1996 


$56,824 
59,169 


3,165 
(5,510) 


except per common share amounts) 


7 Months 
Ended 

Year Ended July 31 July 31 Year Ended December 31 

1995 1994 1993 1992 1991 1990 1989 
$141,066 $126,554 $31,464 $29,701 $17,725 $59,138 $37.01 
143,999 122,176 30,429 26,953 17,408 59,727 27,180 
203 1,003 829 5,508 1,992 12,754 315 
(3,136) 853715 206 (2,760) (1,675) 7343) O23 
_ (94) — (say (Uo) (707) (648) 
21,541 “= — — — os — 
__ (1,726) Se) SS SOs 
16,679 3,281 206 (3,113) (2,869) (8,050) 8,875 
2,188 501 429 47 193 (4,296) 333311 
(174) 222 (264) (1,444) (1,519) 834 1,062 
14,665 2,558 41 (1,716) (1,543) (4,588) 4,482 
5,320 1,560 Sil — _ — -—- 
$ 9,345 $ 998 $ (470) $(1,716) $(1,543) $(4,588) $ 4,482 
Se O38 aS eOL02 $ (0.04) $ (0.12) $ (0.13) $ (0.44) $ 0.39 
$ 72,610 $ 93,635 $90,264 $35,373 $49,085 $69,141 $85,826 
$ 7,005 $ 34,488 $35,094 $11,633 $23,713 $40,962 $36,827 
$ 4896 $ 4,896 $ 4,896 $ 3,400 ~$ 3,400 $2,155 $ 2,155 


1988 


$22,523 
18,081 


4,442 


See note 2 to the Company’s audited consolidated financial statements included herein for a description of 
certain acquisitions and divestitures made by the Company during the periods presented. See note 14 for a 
reconciliation of certain of such data to U.S. generally accepted accounting principles. 
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Enscor Inc. 
SUPPLEMENTARY DATA 
QUARTERLY FINANCIAL INFORMATION 


(Expressed in United States thousands of dollars 
except per common share amounts) 


First Second Third Fourth 
Quarter Quarter Quarter Quarter Year 

1996 
NSU SAISS) conan 0 2 eR 7 Se ar $15,827 $11,877 $15,421 $10,490 $ 53,615 
Hine Aine OWNS MOONS 5 55660 500ccccoucesuudce 908 S01 665 1el35 3,209 
MGtalmney CNUCGILA sh Kad dedeh edatnd Raw ehie ees $16,735 $12,378 $16,086 $11,625 $ 56,824 
MTR GAOL OL MNP EY 5 Get Bea PaaS is CSE st hs 8 $ 4,156 $ 1,879 $ 4,051 $ 2,929 $13,015 
Earnings (loss) before income taxes and minority 

MAUCWES Para We PP tece AD olere Sore sone de ete ea OG ni Gack $ (409)  $(2,270) $ 1,223 S805) aoe 208) 
ING LOSS. SG Soegele, Cae GnaemrmeS S) Seearaees< o-ereaes $657) J S@Q.715))—-$ (185) ~ 2S. 491) SG 748) 
INcisloss per common siare’. na, serene oe es ST(O02) 3$(0.02)) ~$- (0.0L) - $. (03) sepaetons) 
1995 
INI CEILS FR Rice A oa eee $32,978 $32,443 $35,718 $37,763 $138,902 
ine eine! ONSEN . can ooceoastougasoor 751 307 431 675 2,164 
RO PARLEV CICS E 2 tel teraen a Sd, SoM teste eee are $33,729 $32,750 $36,149 $38,438 $141,066 
METS SEUORC UIE oe clny Od ors Si sc ME acs Meo, Sears $ 9,014 $ 7,789 $ 9,789 $ 8,190 $ 34,872 
Earnings (loss) before income taxes and minority 

“TALIS eb SRO as Cine a energie gefee oe renee Re $ (223) $. (929) $ 40 $17,791(a) $ 16,679 
ROPMEMINGS: (IOSS)): woke, ete cus onaennn ee wate es S231) $_ (854) $ (116) $10,546 $ 9,345 
Net earnings (loss) per common share ........... SCOLOLy® 985) 40305) $$ (0.01) “$0.45 $ 0.38 
1994 
ING tUSALeS ae ere. Hc oe ORR aoe ae Caer hae, $26,680 $28,688 $33,984 $35,178 $124,530 
haterestrandvother incomes); 42.52 Sa ee 692 329 396 607 2,024 
Malate VEMUCS oes tench > oe Cals Oe or ne eee S27372 $29,017 $34,380 $35,785 $126,554 
RECS S gD TOUU Won ape paces os cad races cae eaten es Ss $ 7,020 $ 8,809 $10,238 $11,272 $ 37,339 
Earnings (loss) before income taxes and minority 

IMINCRCS Uys i Mic veoh rs acne ie oe ee S520) eS 8 Satoo2 $2207 $ 3,281 
INCE CAENINIGS MLOSS)) cc. cepls-h's wah oe slagune ala els cele $68 )e ton (312) S751 Soy $ 998 
Net earnings (loss) per common share ........... $0.03) $20.02), S$ 20.03 $ 0.04 $ 0.02 


(a) Earnings before income taxes and minority interest for the fourth quarter of 1995 included a gain of $21.5 million on the Company’s sale of 
the Signet division, and a charge of $1.7 million for restructuring costs related to the relocation of certain distribution facilities from 
California to Tennessee and the closure of the corporate office in Kentucky. 
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MARKET FOR THE REGISTRANT’S COMMON SHARES AND 
RELATED SECURITY HOLDER MATTERS 


The Company’s Common Shares were offered to the public on April 23, 1981, and thereafter, have been traded 
on the Over-The-Counter market in the United States. The current NASDAQ symbol is ENCRF. On 
December 17, 1987, the Company’s Common Shares were listed for trading under the symbol ENZ,on The Toronto 
Stock Exchange (Canada). 


The high and low bid quotations on The Se in Canadian dollars and the 
Over-The-Counter market reported in United States dollars by or each fiscal quarterly period indicated 
were as follows: 


THE TORONTO STOCK EXCHANGE 
(expressed in Canadian dollars) 


1996 1995 1994 
High Low High Low High Low 
ist-Ouarter 2. hoe See eee eee eee Sls $1.00 $1.30 oi Lal $1.65 $1.35 
DR OUAT EE Meena eta. seem new ica ate VI 1.40 0.90 1:25 1.10 1.60 1.25 
Std Ouarterig Atenas ctceton a ee on oe ere ee 1.30 1.00 es E16 1.65 1.20 
Ath: Quarters teetes B.A eee eee 1.30 1.00 175 1.40 1.30 1320 

NASDAQ 

1996 1995 1994 
High Low High Low High Low 
list. Qwarter 65 Ge ol 23s he odd tere oe ee $125 $0.69 $0.81 $0.75 $1.06 $0.94 
2d Ouartere. ce ..s one mesg 8, eae eee 1.06 0.68 0.81 0.75 1.43 0.88 
3rd Quartet. ievouten, Aseeene be ee eee eee 1.00 0.68 1.06 0.69 1.00 0.75 
Ath’ Ouarter ck won acess sa ee tee eee 0.94 0.68 i 1.00 0.75 0.75 


The Over-The-Counter market quotations reflect inter-dealer prices, without retail mark-up, mark-down, or 
commission, and may not represent actual transactions. 


As of July 31, 1996, there were approximately 1,600 Common shareholders of record. No dividends have been 
paid on the Common Shares. It is the Company’s present policy not to pay cash dividends, but to retain earnings to 
finance expansion, growth, and investment. Payment of future dividends will be at the discretion of the Board of 
Directors and will be dependent on the Company’s financial condition. 


The Investment Canada Act (“ICA”) provides that the acquisition of control of a Canadian corporation by a 
non-Canadian may be subject to review and approval under the ICA, and may be prohibited unless such acquisition 
is found by the responsible Minister of the Canadian government likely to be of net benefit to Canada. 


Dividends paid on Common Shares owned by a non-resident of Canada are subject to Canadian withholding 
tax under the Income Tax Act (Canada). The general rate of Canadian withholding tax on dividends paid to a 
non-resident person is 25% of the gross amount of the dividends. This rate may be reduced where there is an 
applicable tax treaty in existence between Canada and the country of the non-resident dividend recipient. 


Under the Canada-U.S. tax treaty, dividends paid by the Corporation to a resident of the United States are 
generally subject to a Canadian withholding tax of 15% of the gross amount of the dividends. 
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CORPORATE DIRECTORY 


OFFICERS 


Sam Reisman 
_ Chairman and 
Chief Executive Officer 


Stephen R. Morrison 
President 


Martin Simon 
Chief Operating Officer and 
Chief Financial Officer 


Gary Steinhart 
Corporate Secretary 


CORPORATE INFORMATION 


Head Office: 
156 Duncan Mill Road 
Suite 12 
Don Mills, Ontario 


Tel. (416) 449-3535 
Fax (416) 449-9887 


Legal Counsel: 


DIRECTORS 


Sam Reisman 2, 3 
Chairman and 

Chief Executive Officer 
Enscor Inc. 


Peter F. Chodos | 
Executive 
Philip Environmental Inc. 


Richard J. Dumler 1, 2 
Vice President 
Lambda Fund Management Inc. 


Seymour Epstein | 
Chairman 

Seyton Ltd., 

Video Age Ltd., 

and Imagineering Ltd. 


Stephen R. Morrison 1, 2, 3 
President 
Enscor Inc. 


Elan Pratzer 
Executive 
Elan Pratzer & Partners Inc. 


Blaney, McMurtry, Stapells, Friedman 


Auditors: 
KPMG 


Transfer Agent: 
The R-M Trust Company 


Trading Symbols: 
TSE: ENZ 
NASDAQ: ENCRF 


1. Indicates member of Audit Committee 


ANNUAL MEETING 


Shareholders are invited to attend the 
Annual Meeting in The Auditorium of The 
Toronto Stock Exchange, Toronto, Ontario, 
Canada, on January 16, 1997, at 4:00 p.m. 
(Toronto time) 


FORM 10-K 


Shareholders may obtain, without charge, a 
copy of the Company’s Annual Report on 
Form 10-K, filed with the Securities and 
Exchange Commission, by contacting: 


Corporate Secretary 

Enscor Inc. 

156 Duncan Mill Road, Suite 12, 
Don Mills, Ontario, Canada 
M3B 3N2 

(416) 449-3535 


2. Indicates member of Compensation Committee 
3. Indicates member of Executive Committee 
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